tion, and establish a robust effect of emigration on Danish firm-level exports. Thus, we confirm the earlier finding that migration fosters trade on the basis of a micro-level data set. In some more detail, we find that a 1% increase in the emigrant stock increases Danish manufacturing exports to this country by 0.052%. However, emigration fosters exports only for major emigrant recipient countries with an estimated elasticity of 0.149%. Importantly, the emigration effect is robust to the inclusion of a proxy for taste similarity. Nevertheless, the benefits from emigration do not accrue to all firms: Only enterprises which are small in terms of employment experience an increase in their exports in response to emigration. More precisely, for this type of businesses, a 1% increase in the Danish emigrant stock implies an increase in export sales of 0.132%. Section 2 presents our data and Section 3 discusses the empirical strategy. Section 4 presents the empirical results and Section 5 concludes.
Descriptive Statistics
Our data set combines Danish firm-level data with macroeconomic variables in order to assess how emigration affects manufacturing exports. The availability of emigrant stock data allows a cross-sectional analysis for the year 2001. 1 Importantly, data on the emigration stock is reliable, as it is obtained from bilateral immigration matrix compiled by the World Bank, and immigration data is of substantially better quality than emigration data. In particular, as it comprises a huge bilateral matrix of migration, it opens up to be used in a similar framework for other countries which is important to understand the cross-country pattern of the trade-migration nexus on the firm-level. Firm-level data is provided by Statistics Denmark and combines destinationspecific export information with business account information (REGNSKAB).
Most Danish emigrants live in Sweden (around 40000). Table 6 lists all destination countries 1 http://www.migrationdrc.org/research/typesofmigration/global migrant origin database.html 4 in our sample together with the number of Danish residents and Danish exporters in the respective market. The emigrant distribution is highly skewed: Whereas a destination country features 1502 Danes on average, the median number of emigrants is only equal to 45. The mean (median) corresponds approximately to the number of Danes residing in Luxemburg (Cameroon and Syria, respectively).
Our sample comprises manufacturing firms, which export to at least one export destination. We do not include firms with negative total revenue or negative export revenue as well as firms with an export revenue greater than the total revenue, which have been wrongly recorded. We exclude the top one percent of the labor productivity distribution in order to avoid that our results are driven by high-productivity firms. The resulting sample is composed of 2300 firms, which sell to 158 countries. It is a typical firm-level export data set (compare Lawless 2009):
A firm exports to 10 markets on average, but 50% percent of all firms exports to at most five destinations. This implies that our sample comprises a considerable amount of observations, where the export value is equal to zero. We will take care of this feature of the data as discussed in Section 3. Average total export sales by a firm across its destination markets amount to approximately EUR 9, 306, 409 . Nevertheless, half of the firms export less than EUR 859,478.
Average sales of a firm per market amount to EUR 58,901. Table 1 provides summary statistics for the three main samples we use: In addition to the full sample ('Full'), we consider two subsamples: The first subsample consists of all markets where at least 50 firms export to ('Selection'). The second subsample ('Taste') consists of those countries, which have participated in the Eurovision Song Contest in 2000, because we use their votes as a proxy for taste similarity. Participant countries are indicated with an asterisk in Table 6 .
-Insert Table 1 around hereBased on this cross-sectional dataset and subsamples thereof, we will estimate how emigration affects export sales as described in the subsequent section.
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Empirical Strategy
This section describes the econometric approach and discusses how we deal with some challenges in order to properly estimate how emigration affects export sales. We use the following model for firm exports V f d in order to identify the effect of the emigration on the intensive margin of firm exports for a cross-section in the year 2001:
where f = 
where c f and c f d are unobservable export determinants on the firm and the firm-destination level, respectively. Our specification allows for unobserved heterogeneity on the firm-level, even though we do not use a panel with a time dimension. It is important to account for firm heterogeneity, because export performance may be affected by unobserved factors like management practices and attitudes of the management. Similarly, we are able to account for specific ties between the firm and the export market. This enables us to avoid a potential bias originating from unobserved factors which drive firm export behavior. f d is an idiosyncratic error term.
In order to account for bilateral unobserved firm-destination heterogeneity c f d , we use presample information on the firm's past export behavior in order to account for the importance 6 of fixed cost of exporting, which are partially sunk. These costs are the main driving force of state dependence as acknowledged by recent empirical work by Roberts and Tybout (1997) and Kaiser and Kongsted (2008) as well as by recent theoretical contributions (Jørgensen and Schröder, 2008) . Since entry costs are heterogeneous across destination markets and presumably firm-specific, we use pre-sample information to approximate pair-specific unobserved heterogeneity c f d by a firm's export history, which we measure as
f d is equal to one if firm f exports to market d in time t (and zero else).
In our application, the number of firms F is large relative to the number of their destinations D f . Thus, we can use the within-transformation to net out unobserved firm-heterogeneity c f in order to estimate δ:
where Wooldridge (2003) , we use the variance-covariance estimator suggested by Arellano (1987) , since it is considered to be robust to within-group correlation and heteroscedasticity.
As an alternative estimation strategy, consistent estimation of δ can be achieved by approximating the firm fixed effect. For the proxy variable strategy, we assume that
where ζ f is an error term which is assumed to be uncorrelated with w f and Z f d across all
. a and b are parameters. Then, the regression model becomes
As Melitz (2003) suggests, firm productivity is the driving force between a firm's export behavior. Therefore, we assume that it constitutes an appropriate proxy for unobserved heterogeneity at the firm level. In a nutshell, we will use one estimation strategy which uses the fixed effects transformation to deal with unobserved firm heterogeneity, and the alternative strategy, which relies on a proxy variable for the unobserved firm fixed effect. Importantly, we would expect the same point estimates from both strategies.
Moreover, we address two additional concerns. First, we need to account for potential endogeneity of the emigrant stock. This endogeneity can stem from two sources: First, if firms send employees abroad in order to expand their export sales in this particular market, a reverse causality problem arises. If firm behavior is anticipatory, lagging the emigrant stock does not solve this problem. We address this concern by instrumenting the emigrant stock by the emigrant flow in 1980. The second source of endogeneity stems from the omission of factors which simultaneously affect emigration and exports. The most important factor are preferences: Countries, where migrants are more prone to settle, may be the countries where preferences are most similar to Denmark (Rauch and Trindade 2002) . According to Linder (1961) , one would expect these countries with similar preferences to trade more with each other. The common approach to this problem is to assume that preferences are time invariant, and to include country fixed effects (Peri and Requena 2010) . We cannot resort to this strategy, because our data lacks the time dimension. Instead, inspired by Felbermayr and Toubal (2010) , we include a the trade partner's vote for Denmark in the Eurovision Song Contest as a proxy for preferences for a subsample.
Also, our estimation is potentially subject to a sample selection bias, because we only observe firms who decide to export. We use two approaches in order to deal with sample selection.
First, we use a state-of-the-art approach, namely the Poisson Pseudo Maximum Likelihood estimation as suggested by Santos Silva and Tenreyro (2006) . Secondly, we map the Heckman Selection model for a panel setting as described in Wooldridge (2002, pp. 581 ) to a framework where selection takes place in each individual country. The estimation of country-specific probit models is not possible for all countries, since some countries do not exhibit enough Danish export firms -for example, only 46 Danish firms export to Tunisia (compare Table 6 ). Therefore, 8 in order to be able to estimate the probit models, we restrict our sample to those countries with at least 50 Danish exporters. The choice of 50 as a threshold is to some extent arbitrary, and was made in light of a) a reasonable sample size for a Maximum Likelihood estimation and b)
inclusion of as many countries as possible. Using this criterion, we obtain a set of 66 potential export destinations.
Empirical Results
Main Results
This section presents the estimation results. In particular, Table 2 presents our baseline results. -Insert Table 2 around hereAs our main result, we find that emigration positively affects firm exports throughout all specifications. The size of the effect differs and ranges from an elasticity of 0.032 in column 4 to 0.104 in column 2. Interestingly, the point estimate of both IV estimations (column 2 and 5) is larger than its OLS counterpart (column 1 and 4). This points to the potential presence of measurement error in the emigrant stock leading to an attenuation bias. The estimated elasticities are small relative to estimates in the related literature on immigration networks and exports as summarized in Peri and Requena (2010) . However, these works are concerned with the response of trade to immigration rather than emigration. Moreover, in aggregate analysis, several studies do not find an effect of immigration on imports using aggregate data (for example Gould 1994 and Light et al. 2002) . But from our disaggregate perspective, the foreign countries' imports of Danish manufacturing products are indeed affected by the number of Danish immigrants.
Before moving on to a more detailed analysis of the effect of emigration on trade, we will briefly discuss the estimates for the remaining variables included in the model:
State Dependence: The longer a country's export experience with a particular destination -and thus the higher the fixed costs -the larger the export volume. Obviously, the state dependence proxy for pair-specific costs picks up bilateral characteristics like a management preference for a specific region, for example due to composition of the labor force or country of origin of the manager, and thus is not a pure fixed cost proxy. This is a merit rather than a flaw, as these unmeasurable export determinants would otherwise potentially bias the results.
Labor Productivity: As recent theoretical trade models predict (for example Melitz 2003) , export sales increase in firm productivity. This holds through all specifications.
Market Size: The parameter estimate on the GDP is positive across all specifications apart from the sample selection model, but it is not always significantly different from zero. It is in line with related findings that a country's size in terms of GDP significantly increases exports (compare Lawless 2010) . The size of the population exhibits a positive coefficients in all specifications, apart from the two Poisson models, where the point estimate turns negative. The area coefficient is greater than zero in all specifications apart from the two IV estimations, where it is negative but not significantly different from zero, such that generally export volume increases in the area of the destination country.
Accessibility: Unambiguously, firm exports are negatively affected by distance as it is commonly found in gravity-related literature (see for example Lawless 2010) . The further away the country of destination is from all other countries in the world (multilateral resistance), the less exports from Danish companies it receives. This results from an 'extended gravity effect' (Morales et al. 2011 ) as a firm can benefit from from its export experience from similar markets -for example by drawing upon its own export experience in geographically close and thereby potentially culturally similar countries. Landlockedness exhibits a negative effect on export sales.
Institutions: Institutions are measured by distance from equator and rule of law (Kaufmann et al. 2010 ). Institutions as measured by rule of law exhibit an unambiguously positive effect on exports. Contrarily, the distance from the equator is estimated to have a negative effect on trade in three out of seven specifications.
Geography: Four out of seven estimations suggest that on average, Scandinavian countries receive a significantly higher export volume. Only in the fixed effects Poisson model (column 3), the Scandinavia dummy is statistically significant and smaller than zero. The Africa and Asia dummies are statistically significant and positive across specifications. This is presumably due to the relative ease of serving the European market, leading to market entry also for firms with low export sales, which in turn lowers average sales in Europe. Countries, which are American seem to exhibit a higher average export value as compared to Europe in all models apart from the Poisson estimations (columns 3 and 6). The coefficient on the Pacific dummy is never statistically significant and at the same time positive. It is significantly negative in all specifications apart from the IV estimation in column 5.
Summing up, we find a positive effect of emigration on firm exports, which is robust across different specifications and samples. 2 In particular, it is robust to corrections for sample selection. With respect to endogeneity concerns, our instrumental variable approach is comforting:
We reject the null hypothesis of underidentification on basis of the Kleibergen-Paap Rank LMTest at the 1% significance level, and on the basis of the Kleibergen-Paap Rank F-test, we also reject the null hypothesis of weakness of the instrument (Kleibergen and Paap 2006) . On basis of this sufficiently strong instrument, we cannot reject the Null hypothesis of exogeneity of the emigrant stock in our model.
Heterogeneity of the Trade-Emigration Link
The remainder of this section explores, whether the link between firm-level exports and emigration is homogeneous across the emigration level, the institutional level in the host country and the size of the exporting firm. Estimation results are summarized in Table 3 and rely on
Fixed Effects OLS (henceforth FE OLS), which appropriately accounts for unobserved firm heterogeneity. We do not use Poisson Pseudo Maximum Likelihood, because it does not converge for all subsamples. The specification is the same as in Table 2 , but to save space, we only report the estimated emigration coefficient. 3 -Insert Table 3 around hereFirst, we split our sample in three groups according to which tercile of the emigrant stock the country of destination falls. In the list of countries (Table 6 ), these groups are seperated by dashed horizontal lines. Note that the way of subsampling implies different sample sizes for the three groups, because the number of firms exporting to one of these countries is not necessarily the same. On the contrary, the number of firms exporting to the country group increases with the size of the emigrant stock, such that the number of observations is equal to 1172, 3504 and 17785, respectively. We find that only countries with a high level of Danish residents, i.e., with more than 154 Danes, matter for Danish manufacturing exports. For this group of countries, a 1% increase in the emigrant stock brings about a 0.149% increase in Danish export sales.
For all other minor receiving countries, the presence of Danes does not significantly affect export sales. This finding is similar to Peri and Requena (2010) who find that the immigrant share Table 3 shows, the emigration effect is statistically different from zero only for those samples which contain firms with at least 11 employees. A potential reason for the insignificant effect in the case of micro firms, is that they simply lack labor capacity to actively exploit an emigrant network abroad, or that they are serving a very narrow market segment. For the three larger groups of firms, the effect of emigration on exports ranges between 0.034% for medium sized firms and 0.095% for small firms.
In a nutshell, this allows two intermediate conclusions: First, only large emigrant communities matter for Danish manufacturing exports. Secondly, the main beneficiaries of emigration are small enterprises with less than 50 employees. But in order to substantiate these conclusions, it is necessary to reconsider the possibility that a third -unobserved -factor drives our result.
In particular, it may be that the effect of emigration on trade exclusively captures preference similarity between Denmark and the foreign country of residence.
In order to account for this potentially important factor, we include the partner country's vote for Denmark in the Eurovision Song Contest in 2000. This approach is inspired by Felbermayr 13 and Toubal (2010) , who use the votes in the Eurovision Song contest in order to assess the link between cultural proximity and trade. In our case, this strategy requires that we restrict our sample to participating countries (indicated by an asterisk in Table 6 ). Already the participation of the countries in this contest imposes a certain cultural similarity as compared to the rest of the sample. However, Russia and Israel stand out as the only two Asian participants. Therefore, Table 4 summarizes our estimations for the full Eurovision Sample and the Eurovision Sample without Israel and Russia. As for the estimation methodology, we report both FE OLS and Heckman estimates.
-Insert Table 4 around hereWithout inclusion of the taste proxy, we find that emigration fosters exports, whereby the estimated elasticity ranges between 0.056% and 0.113%. This is very similar to the point estimate obtained for the sample with an emigrant stock above 154 emigrants, which has been estimated to be equal to 0.149, and reflects that only in five out of the 22 Eurovision countries, the emigrant stock is below this threshold. The proxy for taste similarity enters all specifications with the expected positive sign and is always statistically significant. We conclude therefore that the proxy is well-suited to our purpose. Including a measure for similar preferences leads to statistical insignificance of the emigrant stock in both, the Heckman and the FE OLS estimation, when considering the full sample. But restricting the sample to non-Asian participants in the Eurovision Song contest, the coefficient drop slightly from 0.113 to 0.065 in the FE OLS estimation and from 0.109 to 0.065 in the Heckman model, and retains its statistical significance at the 10% significance level.
In light of this finding, we would like to assess whether our conclusion with respect to the question, which firms are the main beneficiaries of emigration, remains unaffected when properly accounting for taste similarity. Table 5 summarizes our results for both, the FE OLS and the Heckman Selection model. When using FE OLS, we find that for the Eurovision sample, only small firms which employ between 10 and 50 people benefit from emigration. Without accounting for taste similarity, the elasticity is equal to 0.102, and inclusion of the proxy leads to a drop in coefficient size to 0.095, and the coefficient is now marginally insignificant at the 10% level. For the more homogeneous sample, which excludes Russia and Israel, we find that initially, only small and large firms export more due to an outflow of Danish workers.
When we include the proxy for taste similarity, only small firms keep benefitting from Danish emigrant networks abroad. An 1% increase in the emigrant stock abroad leads to a 0.11% increase in manufacturing exports of small Danish firms. These findings are corroborated by the Heckman Selection model, where the main beneficiaries also turn out to be small firms: A 1% increase in the emigrant stock is associated with a 0.12% (0.132%) increase in firm exports for the full sample (excluding Russia and Israel) when accounting for taste similarity.
Thus, we can conclude that emigration matters on top of taste similarity even in a sample, which comprises countries which are already rather homogeneous. Zooming in even further, we find that the only beneficiaries of the outflow of Danish workers are those firms whoaccording to the OECD (1997, p. 57) "have greater difficulties in handling practical export management and adjusting organizationally to international challenges". In this spirit, emigration can be understood as helping to promote small and medium sized enterprises in the internationalization process.
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In this paper, we use firm-level data for Denmark in 2001 in order to explore the link between emigration and exports. This enables us to account for unobserved heterogeneity and selection into exporting. We acknowledge that it is essential to account for taste similarity between Denmark and its trade partner countries as a major confounding factor when assessing the exportemigration nexus and include a measure of taste similarity in our model. Moreover, motivated by recent research on small and medium enterprises, we assess whether the emigration effect is heterogeneous across different firm sizes.
Our analysis corroborates the finding that migration plays a trade-promoting role on the basis of a micro-level dataset. In a nutshell, we find that the expatriate community must be large,
i.e., in the upper tercile of the emigration distribution, before we find a significant and positive link between exports and emigration. Thus, lower marketing cost for Danish firms due to superior communication within the Danish network abroad and their increased demand for Danish products seems to play an important role. Importantly, this holds true for countries which are culturally similar, namely the European participants in the Eurovision Song Contest.
Accounting for similar preferences, we establish a positive effect of emigration on exports. But as a new insight, this benefit does not accrue to all firms: Only small enterprises, which employ between 10 and 50 employees, experience an increase in their exports in response to emigration.
More precisely, for this type of businesses, a 1% increase in the Danish emigrant stock implies an increase in export sales to that country of 0.132%. Thus, the bottom line is that those firms who face most difficulties in the internationalization process successfully use ethnic ties for expanding their sales abroad.
This paper opens up to explore whether this positive link between emigration and the exports of small firms can also be found for developing countries. Especially in these countries, the feedback effect of emigration on the internationalization of small enterprises provides a promising road to compensate potential brain losses due to high-skilled emigration. 
